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Proposed  Topics  for  Interim  Study 


Following  are  staff  suggestions  for  topics  the  Legislative  Finance 
Committee  (LFC)  may  wish  to  study  prior  to  the  1993  session.  Once  the 
committee  has  determined  the  topics  it  wants  pursued,  I  will  prepare  a 
general  work  plan  for  the  committee's  review  at  the  next  meeting. 

In  general,  I  suggest  that  staff  prepare  a  series  of  shorter  reports  on 
a  major  topic,  rather  than  presenting  one  large  report  near  the  end  of  the 
interim.  A  series  of  reports  presented  at  successive  meetings  are  easier  to 
"digest"  and  allow  the  committee  to  give  staff  additional  direction,  ensuring 
that  the  issues  being  researched  address  the  committee's  key  questions  and 
concerns . 

In  addition  to  the  topics  listed  in  this  memo,  I  anticipate  that  other 
issues  that  merit  committee  consideration  will  emerge  during  the  interim. 
I  plan  to  include  sufficient  time  in  the  work  plan  for  these  issues,  as  well 
as  for  the  many  ongoing  tasks  staff  perform  during  the  interim  to  monitor 
agency  appropriations  and  operations  and  revenue  collections  in  preparation 
for  next  session's  budget  analysis. 


STATE  DOCUMENTS  COLLECTION 


k     B    -' 


»?  T?       "J 


"u  ^:i33     d        *<?* 


fa     ■'    s    ^'     ■ 


OCT  2  9  1991 

MONTANA  STATE  LIBRARY 

1516  E.  6th  AVT 
HELENA.   MON  ;•■;  ij 


ASSIGNED   STUDIES 

House   BiU   142 

Under  House  Bill  142,  the  LFA  is  responsible  for  providing  staff 
support  for  the  Joint  Committee  on  Postsecondary  Education  Policy  and 
Budget.  This  will  require  an  estimated  0.5  FTE  of  staff  time  during  the 
interim. 

House  Joint  Resolution  48 

This  resolution  (attached)  requires  that  the  Legislative  Finance 
Committee  report  its  findings  and  recommendation  on  the  following  topics  to 
the  53rd  Legislature: 

1)  whether  the  Department  of  Administration  has  effectively  undertaken 
its  responsibilities  in  the  development,  application,  and  management  of 
data  processing  systems  for  state  government; 

2)  major  applications  of  computer  systems  used  in  providing  significant 
state  services  now  and  in  the  future; 

3)  methods  of  funding  investments  in  information  processing 
technologies  and  services  in  Montana  and  other  state  governments; 

4)  short-and  long-term  policy,  planning,  and  appropriations  issues 
related  to  state  government's  information  management  policies  and 
strategies;   and 

5)  other  necessary  issues  related  to  information  management  services 
and  costs  identified  by  the  committee. 

In  addition,  the  resolution  requests  that  the  LFC  "work  closely  with 
and  seek  the  input  of  the  Legislative  Audit  Committee  and  the  Department 
of  Administration  in  conducting  the  study". 

Three  key  questions  on  which  the  committee  may  want  to  focus  its 
study  are: 
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1)  what     is     the     current     state     of     statp     government's     computer 
applications? 

The  Office  of  the  Legislative  Auditor  (OLA)  is  currently  working  on 
an  in-depth  electronic  data  processing  risk  analysis.  In  this  analysis,  it 
has  surveyed  all  state  agencies  to  learn:  a)  what  computer  hardware  and 
software  it  currently  owns;  b)  the  importance  and  priority  of  current 
computer  applications  to  the  agency;  and  c)  reliability  and  integrity  of  each 
application . 

The  OLA  staff  plans  to  issue  its  report  to  the  Legislative  Audit 
Committee  this  fall.  The  LFC  may  want  to  consider  a  joint  meeting  with  the 
Audit  Committee  to  discuss  the  report  or  ask  OLA  staff  to  present  the 
report's  findings  at  an  LFC  meeting  later  in  the  fall. 

2)  What    are    the    perceived   needs/plans    for   major    new   applications, 
software,   and  hardware  during  the  next  two  biennia? 

During  the  1991  session,  legislators  expressed  concern  that  the 
Department  of  Administration  (D  of  A)  installed  a  multi-miUion  network 
system  without  prior  legislative  approval.  However,  technological  advances 
may  move  faster  than  the  current  budgeting  process.  The  study  could 
serve  to  make  the  committee  aware  of  major  computer  application  or  hardware 
changes  state  agencies  are  considering/may  have  to  consider  during  the  next 
four  years.  For  example,  D  of  A  is  currently  considering  which  network 
system(s)  it  will  support.  Its  decision  will  impact  many  agencies'  budgets. 
Similarly,  the  Department  of  Justice's  computer  (used  for  the  motor  vehicle 
system  and  as  a  backup  for  the  state  mainframe)  will  no  longer  be  adequate 
after  this  biennium,  according  to  D  of  A.  The  two  agencies  are  now 
exploring  options  to  present  to  the  1993  session. 

This  study  would  also  allow  the  committee  to  become  familiar  with  the 
current    planning    process    D    of    A    uses    and    its    methods    for    seeking 
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input/ensuring  coordination  with  state  agencies.  The  committee  could  then 
formulate  recommendations  (if  needed)  to  ensure  the  planning  process 
includes  considerations  important  to  the  legislature  and  fits  into  the 
budgeting  process. 

3)    What  are   the  best  methods   for   ensuring  lon^- range  planning  and 

financing  meet  state  needs? 

Is  the  coordination  effort  now  undertaken  by  D  of  A  sufficient  to 
ensure  that  state  government  purchases  are  compatible?  What  criteria  are 
agencies  using  to  determine  if  new  applications  are  cost  effective  and  what 
their  long  term  costs  will  be?  Should  D  of  A's  role  be  expanded  to  include 
evaluation  of  whether  new  hardware  or  applications  requested  by  an  agency 
are  cost-effective?  Are  new  mechanisms  necessary  to  ensure  that  non- 
executive agencies  and  the  university  system  are  coordinated  with  the 
executive  branch  computer  system? 

REQUESTS   FROM    OTHER   COMMITTEES 

Under  current  law,  the  LFA  staff  is  directed  to  assist  the  Revenue 
Oversight  Committee  (ROC)  in  its  statutory  revenue  estimating  duties.  LFA 
staff  will  provide  monthly  updates  on  revenue  collections  to  both  the  LFC 
and  ROC.  ROC  may  also,  under  current  law,  request  assistance  from  LFA 
staff  on  issues  relating  to  taxation.  During  the  1991  biennium,  LFA  staff 
completed  a  detailed  analysis  of  timber  taxation  proposals.  I  anticipate  ROC 
will  request  LFA  staff  assistance  this  interim  on  several  studies. 

GENERAL    GOVERNMENT    AND    HIGHWAYS 

state  Employee  Health  Insurance 

Despite  the  $20  per  month  increase  in  both  fiscal  1992  and  fiscal  1993 
in  state  health  insurance  contributions,  both  state  health  plans  (Department 
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of  Administration  and  university  system)  have  announced  fiscal  1992 
increases  in  employee  contributions  and  reduction  in  benefits  to  keep  the 
plans  solvent.  Based  on  anticipated  medical  cost  inflation  of  15  percent  or 
more,  further  employee  increases/cost  containment  measures  will  be  necessary 
in  fiscal  1993.  Staff  propose  a  detailed  analysis  of:  1)  the  financial 
position  of  the  state's  two  self- insurance  plans;  2)  cost  increases  and 
benefit  reductions  needed  to  maintain  financial  solvency;  and  3)  a  comparison 
of  health  benefits  offered  by  surrounding  state  governments  and  major 
Montana  employers. 

P/P/P  System 

The  1989  legislature  appropriated  $204,000  general  fund  for  conversion 
of  the  payroll/personnel/position  control  system  by  July  1,  1990,  to  an  on- 
line system,  allowing  direct  input  of  agencies'  bi-weekly  payroll  information. 
The  proposed  system  was  designed  to  save  paperwork  and  reduce  staff. 
Implementation  of  the  system  has  been  slower  than  projected  and  staff 
reductions  less  than  anticipated.  Staff  propose  a  review  of  the  P/P/P 
conversion  project  to  determine:  1)  what  were  the  goals  of  the  project  and 
have  they  been  achieved?  2)  is  the  system  operating  and  functioning  as 
planned?  3)  what  changes  in  the  system  will  be  needed  as  a  result  of  the 
new  pay  matrices  enacted  in  House  Bill  509? 

Gambling  Control  Division   Staff 

Since  there  was  extensive  discussion  during  the  1991  biennium 
concerning  staffing  levels  for  the  Gambling  Control  Division,  the  committee 
may  want  staff  to  conduct  an  analysis  of  Montana's  staffing  levels  compared 
with  other  states  and  a  review  of  statutory  responsibilities  and  agency 
priorities . 


state  Highway  Funding 

The  1993  legislature  will  probably  be  faced  with  highway  funding  issues 
for  two  reasons:  1)  the  combined  highway  account  cash  balance  will  decline 
from  $90.7  million  at  the  end  of  the  1991  biennium  to  an  estimated  $26.3 
million  at  the  end  of  the  1993  biennium;  and  2)  the  federal  highway  program 
reauthorization,  which  is  scheduled  to  occur  in  1991,  may  significantly 
change  state  funding  formulas. 

The  staff  completed  an  in-depth  analysis  of  highway  funding  during  the 
1991  biennium.  It  could  update  this  analysis  and  provide  further 
information  on  alternatives  for  addressing  highway  funding  issues  prior  to 
the  1993  session. 

EDUCATION 

Monitor/Develop  Computer  Systems 

Staff  plan  to  monitor  the  final  development  and  implementation  of  the 
Regents  Employee  Reporting  System,  which  is  scheduled  for  completion  by 
July  1,  1991,  to  ensure  that  the  data  produced  will  be  useful  for  budgeting 
purposes  and  for  answering  legislative  requests. 

In  addition,  staff  plan  to  complete  and  update  the  Classroom  Enrollment 
System,  which  was  requested  by  the  Postsecondary  Education  Committee 
during  the  1989  biennium.  The  aim  is  to  transfer  responsibility  for  data 
collection  and  maintenance  of  this  system  to  the  Commissioner  of  Higher 
Education  by  the  end  of  fiscal  1992. 

Vocational -Technical  Centers 

Staff  propose  to  monitor  and  report  to  the  committee  on  the 
implementation  of  the  new  vocational- technical  funding  formula  and  the  use 
of  Carl  Perkins  funds. 


HUMAN    SERVICES 

Foster  Care 

Staff  completed  an  in-depth  analysis  of  foster  care  issues  and  data 
during  the  1991  biennium.  Several  of  the  issues  raised  in  the  report  (IV-E 
funding  and  parental  contributions)  were  addressed  during  the  1991  session. 
Since  the  Department  of  Family  Service's  (DFS)  management  information 
system  will  not  be  operational  until  then  end  of  the  1993  biennium,  staff 
would  like  to  keep  the  foster  care  data  base  updated,  in  preparation  for 
1993  budget  analysis.  As  a  part  of  this  study,  staff  would  monitor  the 
implementation  of  the  continuum  of  service  plan  and  the  increased  IV-E 
participation  mandated  by  the  legislature  and  keep  abreast  of  innovations  in 
other  states'   foster  care  programs. 

Other  DFS  issues 

Staff  propose  to  monitor  and  report  to  the  committee  on:  1)  the 
development  and  cost  of  the  new  management  information  system;  2)  the 
allocation  of  the  new  federal  child  care  block  grant;  and  3)  developmen tally 
disabled  case  management. 

Provider  Rate  Increases 

Historically,  both  the  Executive  Budget  and  the  LFA  current  level  have 
included  inflationary  adjustments  for  many  goods  and  services  provided  by 
state  government.  However,  provider  rate  increases  for  many  human  service 
provider  groups  (such  as  foster  care,  day  care,  and  community  providers) 
have  not  been  included  in  these  inflationary  adjustments.  In  some  biennia, 
the  executive  has  recommended  increases;  in  others,  providers  have  argued 
for  them.  Since  state  government  is  contracting  for  an  increasing  amount 
of  services   from  these   providers  and  since  provider   rate   increases  are  a 


"big-ticket"  cost  ($14.6  million  general  fund  for  the  1993  biennium) ,  a  staff 
analysis  of  the  subject  may  be  helpful  preparation  for  the  next  session. 
Staff  would:  1)  review  provider  rate  increase  data  for  the  last  decade, 
comparing  it  to  increases  for  state  entities  providing  similar  services  and 
increases  for  each  type  of  provider  group;  2)  research  factors  that  impact 
cost  for  provider  groups;  and  3)  develop  possible  formulas  for  determining 
inflationary  adjustments  to  provider  rate  increases. 

AFDC  Eligibility 

In  recent  years,  Montana  has  had  the  highest  number  of  AFDC 
recipients  per  capita  in  the  region.  Because  AFDC  recipients  are  also 
eligible  for  medicaid,  increased  caseload  is  costly  to  the  general  fund. 
Based  on  current  data,  it  is  impossible  to  determine  whether  this  is  due  to 
our  economy,  state  rules  governing  eligibility,  or  current  eligibility 
determination  procedures.  Staff  suggest  a  study  of  eligibility  determination 
would  be  useful. 

Department  of  Health  and  Environmental  Sciences  (DHES) 

The  legislature  authorized  30.5  additional  FTE  in  DHES  to  ensure 
Montana  retained  its  lead  status  in  the  regulation  and  enforcement  of  water, 
air,  and  solid  waste  programs.  A  further  5.0  FTE  were  added  to  DHES 
environmental  programs  as  a  result  of  other  federal  mandates.  Staff  propose 
to  report  to  the  committee  in  fiscal  1993  on  the  impact  of  the  additional  staff 
on   the  programs  and  on  Montana's  lead  status. 

The  legislature  approved  a  $4.9  million  general  fund  loan  to  DHES  and 
the  addition  of  8  FTE  in  fiscal  1992  and  9  FTE  in  fiscal  1993  for  assessment 
and  legal  work  associated  with  the  natural  resource  damage  assessment  case. 
The  case  is  scheduled  for  trial  in  May  1993.  House  Bill  2  requires  that  the 
state  seek  reimbursement  for  the  loan  and  all  other  state  costs  associated 
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with  the  case  from  the  Atlantic  Richfield  Company.      Staff  propose  to  keep 
the  committee  informed  of  assessment  and  legal  efforts  in   this  case. 

During  the  1991  biennium,  DHES  experienced  difficulty  in  recruiting 
and  retaining  technical  and  professional  staff.  The  legislature  provided 
funding  for  $1.4  million  of  "blanket"  pay  exceptions  approved  by  the 
Department  of  Administration  for  DHES  personnel.  The  committee  may  like 
a  report  during  the  interim  on  whether  funding  these  pay  exceptions  and 
the  pay  increase  provided  in  House  Bill  509  have  helped  DHES'   staffing. 

INSTITUTIONS 

Corrections 

The  legislature  approved  a  $2.1  million  increase  for  community 
corrections,  including  pre-release  expansions,  probation/parole  increases, 
house  arrest,  and  other  programs.  Staff  suggest  that  baseline  data  on 
community  corrections  in  the  1991  biennium  be  gathered  to  allow  evaluation 
of  the  effectiveness  of  community  programs. 

The  staff  also  propose  to  study  the  effectiveness  of  the  targeted  case 
managers  for  prisoners  on  "waiver"  status  added  by  the  1991  legislature. 
Lastly,  the  staff  will  monitor  and  report  to  the  committee  on  population  at 
the  men  and  women's  prisons. 

Other  Issues 

The  staff  propose  to  monitor  and  report  to  the  committee  on:  1)  the 
implementation  of  the  "downsizing"  of  Boulder;  2)  the  House  Bill  966  (Galen) 
study  and  populations  at  Galen  and  Warm  Springs;  and  3)  transfers  from 
Mental  Health  to  Chemical  Dependency  for  Galen  expenses. 


NATURAL    RESOURCES    AND   COiMMERCE 

Predator  Control  Program 

This  program,  which  has  a  1991  biennial  appropriation  of  $544,000  from 
fish  and  game  and  livestock  funds,  spends  most  of  its  budget  on  shooting 
predators  (mainly  coyotes)  from  helicopters.  In  fiscal  1990,  Department  of 
Livestock  staff  killed  1,178  predators  at  a  gross  cost  of  nearly  $130  per 
predator  killed.  The  staff  would  analyze  the  cost- effectiveness  of  the 
program  and  possible  alternatives. 

Science  and  Technology  Alliance 

In  the  1989  and  1991  sessions,  the  legislature  allocated  $12.6  milUon  of 
the  in-state  investment  fund  (a  portion  of  the  coal  tax  permanent  trust)  to 
the  Alliance  for  investment  in  new  and  expanding  technology-based  Montana 
businesses.  The  1991  legislation  expanded  the  uses  of  these  funds, 
requiring  that  $3.5  million  in  research  and  development  project  loans  be 
used  for  loans  relating  to  the  centers  of  excellence  and  Montana 
entrepreneurial  centers,  which  are  attached  to  the  university  system.  In 
addition,  the  bill  requires  the  Board  of  Regents  to  conduct  an  assessment 
of  its  intellectual  property  management  programs,  to  provide  a  "coordinated 
and  effective  method  of  meeting  payback  requirements"  of  the  loans.  A 
recent  Legislative  Audit  found  that  the  investments  made  to  date  under  this 
program  have  very  small  immediate  yield  rates.  Since  the  Alliance  will  be 
committing  the  majority  of  available  funds  and  expanding  its  scope  this 
biennium,  a  staff  report  on  the  program, investments  made,  and  anticipated 
benefits  and  returns  from  these  investments  may  be  useful  in  helping  the 
legislature  evaluate  the  program  prior  to  the  next  session.  Under  current 
law,    the   authority   for   the   Alliance    to   administer   the   in -state   investment 
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ftinds   for   seed   capital   and   research   and   development   loans   ends   in   fiscal 
1994. 

Wildlife  Habitat  Acquisition 

The  1991  legislature  extended  the  sunset  for  the  wildlife  habitat 
acquisition  program.  Since  continuation  of  the  program  may  become  an  issue 
during  the  1993  legislature,  the  committee  may  want  a  report  on  the  history 
of  the  program  to  date,  acquisition  costs,  and  benefits  to  wildlife  and 
hunters . 

LONG    RANGE    BUILDING 

The  1991  legislature  approved  the  largest  capital  building  program  in 
the  state's  history.  The  staff  propose  to  monitor  and  report  to  the 
committee  on:  1)  time  lines  for  design,  construction,  and  completion  of 
building  projects;  2)  timing  and  types  of  bonds  issued  and  debt 
structuring;  and  3)  anticipated  operational  costs  of  the  new  facilities  during 
the  1995  biennium. 

OTHER   TOPICS 

Historical  Revenue  and  Expenditure  Report 

During  the  1991  biennium,  staff  prepared  an  exhaustive  summary  of  all 
state  government  expenditures  and  revenues  during  the  period  1979  though 
1989.  The  staff  proposes  to  update  this  report  through  fiscal  1991,  include 
graphs  and  expanded  text,  and  issue  it  as  a  reference  document  for 
legislators,   executive  agencies,   and  the  public. 
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